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106. 1 

Sample Quantitative Midterm Question 

Below is a sample midterm question. Try to work out the answers 
on your own. If you have troubles, the answers appear in Appendix 
A3 8 . 

Question . Below you are given information on which to base your 
answers to questions which follow. Each question appears on a 
subsequent page. Use that page both to fill in the answer and 
to explain how you obtained that answer. Diagrams may help you 
explain your answers . 

Let D be the quantity demanded in a country of a product that 
is measured in "tons." The local currency unit in this country 
is called the dollar ($) . Let S be the quantity of the product 
supplied domestically (measured in tons) . Assume that the world 
price is unaffected by any policy pursued by the country. Assume 
also that the domestic and foreign markets for this product are 
perfectly competitive. 

Under free trade, the country imports 100,000 tons of the 
product. The Queen decides to impose a tariff such that 
imports will fall to 50,000 tons. She turns to you, as her 
Royal Economic Advisor, and asks you to calculate the tariff 
needed to bring down imports to the level the Queen desires. 

Your econometrician informs you that the domestic demand curve 
for the product can be written as D = a - 5000P, where D is the 
quantity demanded, P is the price in dollars ($) , and "a" is 
a constant. The supply curve can be written as S = b + 3000P, 
where S is the quantity supplied domestically and "b" is a 
constant . 



QUESTION CONTINUES ON NEXT PAGE 
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a) Indicate the specific tariff you would impose: 
Explain how you obtained your answer below: 


QUESTION CONTINUES ON NEXT PAGE 
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b) Calculate the total deadweight loss associated with the tariff 
you are proposing: 


Explain how you obtained your answer below: 


QUESTION CONTINUES ON NEXT PAGE 
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c) Suppose the Queen asked you how much of a domestic price 
increase for this product is possible to achieve by levying a 
tariff, given the supply and demand condition already identified. 

If you wished to raise the price of the product by as much as 
possible through imposing a tariff, what is the maximum price gap 
you could create between the domestic and world price?: 


Explain how you obtained your answer below: 


QUESTION CONTINUES ON NEXT PAGE 
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d) What quote on import quantity of this product would have the same 
effect as the tariff you have specified in your answer to question 
"c" on the previous page? 

Quota = 


Explain how you obtained your answer below: 


End of question 



